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REGULAR MEETING OF TIIE CITY COUNCIL:

Austin, Texas, December 30, 1920 ,

The Counoil was onlled to order by the Hayor. Reoll call showed the fol=-
lowing members present: Mayor Yett, Councilmen Alford, Graham, Haynen and Vard,
5: absent, none,
The Minutes of the last meetings were read and upon motion of Counoilman
Ward, the same were sdopted by the following vote: Ayes, Mayor Yett, Councilmen
Alford, Graham, Haynes and Ward, 5; noyes, none,
The applioation of John Kreum to operate a mervice oar wus granted by the
; following vote: Ayes, Mayor Yett, Councilmen Alford, Graham, Haynes and Ward,5; ;
f hayes, none, |
' The application of the Western Union Telegreph Company to reconstruct
cartoin lines in the City of Austin was read and upon motion of Councilman
Haynes, the same was deolined by the following vote: Ayes, Mayor Yetti, Councilmen 1

Alford, Graham, Heynes and Ward, 5; nayes, none.
The report of Dr, C., H. Brovnlee, City Health Officer, was read and order-

!

R -

ed fil’do
' The bids for supplies for the period beginning January lst and ending

T

July lst, 1921, were opened and read,
Councilman Haynes moved that the bid of the Austin American for printing i ¢

be accepted as the lowest and best bid, NMotion prevalled by the following vote
Ayep, Mayor Yett, Councilmen Alford, Graham, Haynes and Vard, 5; nayes, none,
Courntcilmen Haynes moved thet the bid of Rosengren & Cook for ambulance

service and coffins for white paupers be accepted as the lowest and best bid,
Hotion prevailed by the following vote: Ayes, Mayor Yett, Councilmen Alford,

Graham, Haynes and Ward, 5; nayes, none,
* ' The other bids for city supplies were referred to the heads of the differe

ent departments for report back to the Counoil,
The conmittee , composed of L, D, Lyons and others, was heard in connecte

ion with having a ward in the City Hospital set aside for the use of the colered

citizens of Austin,
Councilmen Ward introduced the following ordinance:

"AN ORDINANCY HEGULATING THE INSTALLATION, OPERATION AND HAINTENANCE OF
ILXCIRICAL WIRESB, APPARATUS AND PLANTS WITHIN THE CIYY OF AUSTIN, ADOPTING
THE RULES AND RFGULATIONS OT TUE NATIONAL BOARD OF UNDRERWRITERS ENMBODIRD
éﬂmgggNgQTEONAL TLECTRICAL CODE, PROVIDING A PENALTY AND DELCARING AN

The ordinance was read the first time mnd laid over until ithe next regular :

meetine;
The Counoil then reocessed until 2:30 P, U,
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FTRRIIOON BEABETION
The Council was called to order by the layor. Roll call showed the fol=
- lowing\ members present: loyor Yett, Counoilmen Alford, Graham, Heynes ghd

R Ward, 5.;\absent, none,

} Judge, lke 2: 1to appeareg as oounsel representing the Austin/Tas Light
N A T la o Sy i/ ‘. T
: : Company|and, cvrtpry tn.and-oniticilm t the report of the Co'- ttee, and
5 N nn&dzatatemnn was reteried to the 014 Attorney. .
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N SPECIAL MERTING OF THE OIYY COUNCIL :
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: AMiatin B X0 0 anuny 1621
'3 The Council was called o order by the ayor. Roll call showed the fola
o lowing members present: Mayor Yett, Councilmgh Alford, Graham, Haynes and Ward,
N .
¥ 5; absent, none.
| ‘ \e Councilman Haynes introduced\the following resolution:
L |‘<_! ’
A BE IT RESOLVED BY THE CITY COUNCIL QF 7T CITY OF AUSTIN:
™

After oonsidering the appeal of ¢ Texas Trust Company from the assepss
E\ ment made by the Board of Equalizatiop\against the said Company for the taxes
of 1926, as well as the personal appeal \of the President of said company, we

fail to find any just cause for chénging $he assessment made by the Board,

and that it is the sense of the Lounsil thAt the assessment at a valuation of
jn 66=2/3 cents is entirely squitgble and the dume as other like properties,
%g therefore the aseessment as fAxed by the Boary is hereby epproved as just and
! < equitable, _
‘; The above resolution sas undopted by the foldowing vote: Ayes, liayor Yett,

Councilmen Alford, Grahasp, uayhea end vVard, 5; naes, none,

. The applications of Coy iiiddleton, John I, MoCkll, James Sullivan,

v Demacio Renteria, B, B, Salinas, Bennie Jefferson, Tam Howney and J, K, Braden
to operate mervice ¢gars were granted by the following ote: Ayes, llayor Yett,
o Councilmen Alford,/Graham, Haynes and Vard, ¥; nayes, ngne,

'; The bid of SHalding Drug Company to furnish drugs ald prescriptions to

. the City lospital for the periocd beginning January ilst and ending July lst,

< 1921, was mooghted as the lowest and best bid, by the folloking vote: Ayes,

; Hayor Yett, Zounocilmen Alford, Grahum, Haynes and Viard, 5; nAyes, none,

‘ The byd of William Ulit's Meat Market to supply meat to tie City Hospital
for the six months begiming January lest, 1921, was socepted ns \he loweat and
best bid, by the following vote: Ayes, layor Yeti, Counocilmen Alfoxd, Grahan,
Haeyneg and V/ard, 5; nayes, none,

The blid of the Austin Laundry & Dry Cleaning Company to do laundry work
for the City Hospital was accepted by the following vote: Ayes, layor Yext,
Councilnen Alford, Graham, Haynes and Yard, %; nayes, none,

3> The layor laid before the Counc¢il the following resolution:

WHEREAS, on September 1, 1920, the Austin Gas Light Company of the City

of Austin arbitrarily raised its schedule of rates for ges consumers in this

city; and

1
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YATREAS, the University of Texas Bulletin No, 1971 of December 20th, 1919,

giving Ppublic service rates in Texas cities, shows the rate recently fixed by
said Gan mpany to be higher in Austin than in any othér city in Texas, exocept
the small cities of San Angelo end Tyler; and

WHEREAS, the City Council heretofore appointed a committee, oconsimting of
J. M, Brysnt, F 8, Teylor and J, B, Webdb , ¥o investigate the reasonabvleness

of said raise of raNes by snid Gas Company, oNd said Committee has reported to
the Council that seid\Company is earning and will earn excess profits on said i

new rates: and . //

WHEREAS, said Gas Comp H. was given/a reasonable time in which to answexr the
report of snid Committes, bu-\within_ hid time has failed to furnish any facts
to the City Council to show tha th/:o is suffioient Justification for said

4

raise of rates;
THEREYORE,
BE IT RESOLVYD BY THE CITY CO IL OF WX CITY OF AUSTIN:
That the City Attornoy h; instructed o draw an ordinance fixing the roates

for ges for the City of Au-'in 8t the same gchedule of rates charged by sald
Austin Gas Light Company for and during the ar 1919,
The above resclutioy was mdopted by the follgwing vote: Ayes, Hayor Yett,

Councilmen Alford, Grgham, Haynes and Vard, 5; naydg, none,
Councilmen Grahay moved that the thanks of the Ci Council be extended to

the Committee, oompbsed of J, M, Bryant, Frank S, Taylor*and J, B, Webd, appointed
by the Council t¢ inveatigate the rates charged for gas 1ﬁ'thie city, Motion
carried by the following vote: Ayes, Hayor Yett, Councilmen Alford, Graham,

Haynas and Werd, 5; nayes, none,

The Counecil then adjourned,
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The Council was crlled to order by the Mayor, HKoll onll showed the followa
ing members presont: Mayor Yett, Councilmen Alford, Graham, Haynes and VWard, 5;
absent, none,

Judge Ike D, White appeared as ocounsel reprepenting the Austin CGas Light
Company and presanted the answer of sald company to the report of the Gas Come
mittee, which reply was referred to the City Attorney,

The reply of the Auatin Gas Light Company ioc as follows:
o "Austin, Texns, December 30,1920
{ i To the Hayor and Counoil
of the City of Austin,
Gentlemen:

When your Committee, appointed to report on the justige of the rate charged

by the Austin Gas Light Company for gas, filed its report, we requested time in
which to analyze such report and make reply thereto, This postponment was nece
essary also in ordexr that the interested parties might ve conferred wit@ and a
future course determined upon, '

We mssume thut your Comnmittee was sincere in its purpose and honest in its
conclusions and recommendations , but this report was unfair and inconeistent in
i our view and in the light of the real conditions and faota a8 they exist,

The committeo started out with the assumption that the value of the Company'n
properties 1n 1919 was $700,000,00 and that a depreoiation reserve had been set
eside in previous years to replace all worn out and obsolete portions of the
s plant, It also started out with the amsumption that the value of the Company's
| plant in 1905 was $400,000,00, '

By some sort of assumptions and deductions not mmde clear by the report,

the Committee eatimated the value of the plant for rate making purposes, on the
_ date of the report, at $550,000.00, and concluded that notwithstanding the fact
} that during the year 1919 the Company only made $1309,56, after paying all

expenses, depreciation and fixed charges, the Company had been earning for severa

8l yenrs an excess profit, that is to say, a profit in excess of eight per cent
on the value of its property, The conolusions of your Committees, from our stande

point are oclearly erroneous gnd unjust to this Company,

Assuning, as your Committee assumed, that the value of the Company's property
i in 1905 wae $400,000,00 and that the bonded and other indebtedness of the Company

at that date waes in round numbers $160,000,00, the value of the Company's
property on the date of the report in question was in round numvers $930,000,00
instead of $550,000,00,

The present bonded indebtedness of the Company is $690,000,00 in round
numbers, from which deduct $160,000,00 bonded indedtedness in 1905 and we have
$530,000,00 in bonde issued and acld since 1905, the proceeds of which bonds
went into the enlargement and betterment of the property, 7o thias $530,000,00
edd the $400,000,0C, the value of the property in 1905, sa found by the Committee
and we have 2 present cost value of the plant, in round numbers, of $930,000,00,
a8 sbove ghown, instead of $700,000,00, the value assumed by the Committee, How
and why this valuation should be reduced to 3550,000,00 for rate making purposes
| is not at all clear from the report, especislly in view of the fact that the

reproduction velue of this property would no doubt be lergely in excess of the
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It cannot be contended that the property has deteriorated in value to
the extent of practically $400,000,00, since the Committee found "that a
depreciat;on reserve has besn set eside in previous years to replace parts
of the plant not covered by replacements chargod to maintenance when such
parts jose their physioal or funotional value,"

It will be seen that tho Committee amsumed that a depreociation reserve
hnd been set aside to take care of depreciantion in the value of the property
nnd at the same time reduced the value of the Company!s property practi=
gally $400,000,00 below what the figures and data contained in the report
show it cost, In other worde, if the property was worth $400,000,00 in
1905 and there has been $530,000,00 put into it since, meking $930,000,00,

the cost of the property, and if, as the Committes assumes, a depreciation i

reserve has been set aside {0 keep the property in condition, there is ne
ground shown in the report for reducing the value of the property practi- 1
oslly $400,000,00 below vhat it cost.

There are no sort of ansumptions, deductions or theories that can

gainsay the proposition that the plant and property earned gross during the
yesr 1919, #8194, 383,27. There is no dispute nor can there by eny that
outside of taxes, deprecistion and interest, the expense of running the
plant for the periocd last named is $119,579,62, The taxes for that year
amounted to $8,844,00, Interest actually peid for the year amounted to
$38,253.25, This mekes s total expenditure of $166,676,87, which, deducte
ed from the gross earnings of $194,383,27, leaves $27,706,40, which is less
than 3% on the total cost of the property. This does not teke into cone

‘sideration any deprecistion.

There is no remson shown in the report why a reasonsble depreciation
should net de deducted for the year 1919 and subsequent years, The depres !
cintion cleimed and deducted for the year 1919 was $26,396,84, which ie
considerably lees than 3% of the cost of the property, VWhen this deprecia.
tion is deducted it leaves & net balance of $1,209,56, This net profit,
it will be seen, is less than two=-tenths of one per cent over and above
operating expense, depreaistion, tnxes and interest,

Assume, however, that the value of the property does not exceed its
bonded indebtedness, and we still have the smmne $1309,56 not profit over
and above the operating expense, taxes, depreociastion and interost,

Assuming that the value of the property is only $£700,000,00 , os was
assumed by the Committee, and that the difference between the gross oarne
ingas and expense of operation, tmxes, interest snd fixed charges 1w
$27,706,40, we have an earning of less than 4% on the $700,000,00,

We know that the value of the property is not less than $700,000,00
and we believe that any fair minded court or engineer, when the valuation
is taken, and evaerything considered, will fix the value in excess of
£700,000,00,

We think that it will be conceded that the revenue for the month of
October is a falr monthly average for the year, so we take that month for
the purpose of the following illustration as tc what would have been the

effect on the revenues of the Company had the 1919 rate been in effect
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during the month of Qotober:

191 1920 i
groes Revenue from gas sales 015,10;.34 $20,600,23 i
Total Opernting Expense -40,244,08 ~26,525,20
Net Revenue from gos enles § 4,861,26 $ 4,075,03
Deduction for difference in
:;I; of billing in 1920 over
$ 927.88

In Ootober, 1919, 10,616,600 cubic feet of gns were sold al an average price
of $1,4214 , resulting in gross revsnue of $15,105.34, In Ootober, 1920,
12,278,800 cukic feet of gas wero sold at an average price of 81,6777, yielding

billed at the 1919 average price of $1,4214, a gross gas revenue of §$3,147.15
in the amount sotually billed at eximsting rates for this month, Deducting this
difference of $3,147,15 from net gas revenue for the month of October, 1920,

s net gas revenue of $927,88 would have been the result, representing a loss
of £3,933,38 as compared with the returns for the month of Oectodber, 1919, and
o smaller net return for the month in 1520 than 1919,

As has heretofore been shown to the Council, the price that the Company
is compelled to pay for gas o0il alone for the-year 1920, is $27,000,00 more
than the same gas oil cost for the year 1919, This leaves out .of congideration
the inoreased ocost.of coke and other materials used in the manufacture of gas,
Assume that the zpme price was charged for gas'in 1920 as was charged in 1919
end that the same amount was sold, this extra gas 0il cost alone would prac-
tically .wipe out the $27,706.40, the difference between the zZross revenue for
1919 and the expense of production inecluding operating expense, taxes and ine
terest, which would leave nothing at sll for depreciation and no net revenue
of any sort, This would be the result without regnrd to the value nf the
properties of the Company, had the same price been charged in 1920 as wan
cherged during the year 1919 and practically the some amount of gas consumed,
And no amount of theorizing, expert deductions or reductions ocan change this
rasult, as is manifest to any average man,

One may theorize all he will, but the facts remain that irrespective of
the value of the property of this Company, it could not earn enocugh uﬁder the
1919 rate to keep itis property in condition and pay its ordinary obligations,

The Company has not undertiesken to raise the rates suffiocient to pay n
responable return upon its investment , but has undertaken to share the burden

of inoreased cost of manufucturing manterimls with the gas consumere of Auntin

and has only sought tu raise the rates to a point whioh will make it posnible
for the Company to keep up the oharacter of service it has heretofore been
rendering,

If the City Counecil is 1ot satisfied witn the showing made then we propose,
in order to save any future controversy ., costs and expense of litigation, that
tre Company select a competent engineer, that the City select a competent en-
gineer, each party paying its own engineer, that the two thus selected select a
third engireer, the cost of the services of such engineer to be borne equaily
by the City and the Company. Llet the three engineers value the property and the
Company will be willing to base its rate upon such veluation, reservin; the
rirht to charge the full legal rate uvpon the valuation as found. This procedure

we deem fair, just and equitable to all parties concerned,
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In moking this proposition we feel confident that competent engineers will
find the property to be lprgely in excess of §700,000.00 and that the legal rate,
to which the Company will be entitled upon such valuntion will be in excess of the
rate now charged,

The Company will do everything in its power to facilitate such valuation and !
render the engineers every sssistance possible, should they be appointed, in meking
their survey,

If the City is not disposed to have the property valued by the engineers as

suggested then we would be willing for the City to appoint n recognized public
acoountant at its own expense to audit the Company's books and to determine whether
or not the statements made by the Company are mcourate. The Company will render
such aceountant every assistance possibvle, Of course, it would expect that the
usual course of its businems would not ve interferred with any more than is
necesaary, |
In conclumion, thie Company protests that it has suffered an injustice and
damage in the laoss of public confidence and good will, upon which it places a very
high value, through the publication of your Committee's report, which we consider

inacourate and based upon theory rather than facts,

Respectfully submitted, |

THE AUSTIN GAS LIGHT COMPANY,
By (5gd4) A, T. Knies, Manager,

December 30,1920, ¥

Councilmen . Alford introduced the following resolution:
BE IT RESOLVFD BY THE CITY COUNCIL OF THE CITY OF AUSTIN:

That the appropriation of the swum of Two Thousand Dollars ($2,000,00) here-
tofore made in the General Budget of 1920 for One 2«Ten Truck Chassie, be ond the
same 18 hereby traneferred and added to the account for the purchase of }ire Hose
for lne year 1920,

The above'reaolution waes adopted by the following vote: Ayes, liayor Yett,
Councilmen Alford, Graham, liaynes and wWard, 5; nayes, none,

‘The Counocil then recesmsed,

SPECIAL MWRETING OF TUHE CITY CONNCIL:
Austin, Texas, Januar 1921,
The Council was called to order by the llayor. Roll cell showed the following

members preseni: layor Yetit, Ccuncilmen Alford, Orahamn, liaynes and Vard, ©; absent

none.




